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TAGS: ECON, EFIN, ELAB.JA 

SUBJECT: FINANCIAL AND ECONOMIC DEVELOPMENTS - WEEK OF OCT 1-7 

1. SUMMARY: JAPAN'S ECONOMIC RECOVERY IS UNDER WAY, ACCORD- 
ING TO DEP PM FUKUDA, BUT INDUSTRY IS LIKELY TO OPERATE WELL 
BELOW CAPACITY THROUGH MOST OF 1976. THE WEEK'S STATISTICS 
SEEM TO SUPPORT FUKUDA'S VIEW OF PROGRESS BEING MADE. BUT 
THOSE ADVANCES BEING MADE ARE MODEST AND FROM A LOW BASE. 

NEW CAR REGISTRATIONS REBOUNDED FROM THE AUG SLUMP, BUT GAVE 
LITTLE EVIDENCE OF MOVING TO NEW HIGHS. THERE WAS A SLIGHT 

RISE IN OVERTIME HOURS WORKED IN MANUFACTURING AS SOME SECTORS 
PICKED UP SPEED DURING AUG, BUT OVER ALT. UNEMPLOYMENT SHOWED 
NO IMPROVEMENT. END SUMMARY. 

2. DEP PM FUKUDA HAS RECENTLY INDICATED "FULL" RECOVERY 
OF JAPAN'S ECONOMY WILL NOT COME UNTIL MARCH 1977 AND A 
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"DEPRESSED" MOOD WILL REMAIN AMONG PRIVATE ENTERPRISES 
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FOR THE TIME BEING. FUKUDA DEFINED "FULL RECOVERY" AS 
90 PERCENT CAPACITY UTILIZATION. CAPACITY UTILIZATION 
INDEX (1970-100) HIT BOTTOM AT 77.0 THIS MARCH, AFTER 
DECLINING BY 24.8 PERCENT FROM THE JUNE 1973 PEAK OF 
102.4. SINCE MARCH THE INDEX HAS RECOVERED TO 83.3 IN 
JULY 1975. FUKUDA PROJECTED CAPACITY UTILIZATION INDEX 
WILL RISE TO 90 BY MARCH 1976 DUE TO GOJ PHASE IV ANTI- 
RECESSION PROGRAMS BEING IMPLEMENTED SINCE MID-SEPT. 

HOWEVER, FUKUDA SAID CAPACITY UTILIZATION INDEX IS BASED 
ON THE YEAR OF 1970 WHEN JAPANESE MANUFACTURING INDUSTRIES 
OPERATED ONLY 88.6 PERCENT OF THEIR ACTUAL PRODUCTIVE 
CAPACITY. THUS, ALTHOUGH THE INDEX STOOD AT 83.3 IN JULY 
THIS YEAR, ROUGHLY ONE-QUARTER OF JAPAN S PLANT AND EQUIP- 
MENT WAS NOT ACTUALLY UTILIZED, AND FUKUDA ESTIMATED IT 
WOULD TAKE ONE AND A HALF ADDITIONAL YEARS UNTIL MANU- 
FACTURING INDUSTRIES WILL BE BACK IN PROPER OPERATION, 

THAT IS, UTILIZING MORE THAN 90 PERCENT OF THEIR PRO- 
DUCTION CAPACITY. RECENT QUARTERLY SURVEY OF INDUSTRIAL 
ACTIVITY BY JAPAN'S LEADING FINANCIAL NEWSPAPER, NIHON 
KEIZAI SHIMBUN, SHOWS THAT FUKUDA'S VIEW THAT CAPACITY 
WILL REMAIN UNDERUTILIZED FOR SOME TIME IS WIDELY SHARED 
BY THE BUSINESS COMMUNITY. WHILE A SLIGHT RISE IN 
OPERATING RATE WAS ANTICIPATED FOR OCT-NOV QUARTER,. 

ONE-FOURTH OF EXISTING CAPACITY WAS EXPECTED TO REMAIN 
IDLE. CONSUMER GOODS MANUFACTURERS ARE EXPECTED TO FARE 
BETTER THAN PRODUCERS OF BASIC INDUSTRIAL MATERIALS, 

WITH OPERATING RATES OF 92 PERCENT OF CAPACITY IN TRANSPORTATION 
EQUIPMENT AND 80 PERCENT FOR ELECTRICAL GOODS, TEXTILES 
AND FOOD PROCESSING. OTHER OPERATING RATES EXPECTED 
IN OCT-DEC PERIOD WERE 74 PERCENT FOR CHEMICALS, 70 
PERCENT FOR METALS, AND 68 PERCENT FOR PETROLEUM. 

3. NEW PASSENGER CAR REGISTRATIONS REBOUNDED FROM THE 
AUG SLUMP, REGISTERING A 23.8 PERCENT INCREASE IN SEPT 
ON A SEASONALLY ADJUSTED BASIS. MONTHLY AVERAGE OF 
220.9 THOUSAND PASSENGER CARS REGISTERED DURING THE THIRD 
QUARTER REPRESENTS A 3.2 PERCENT DECLINE FROM PREVIOUS 
QUARTER ON SEASONALLY ADJUSTED BASIS, BUT IS 15.9 PERCENT 
GREATER THAN MONTHLY AVEAGE FOR 1974. 
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NEW PASSENGER CAR REGISTRATIONS 

UNADJUSTED SEASONALLY ADJUSTED 
(1,000 CARS) (1,000 CARS) (PCT. INCR. 

FROM PRIOR MO.) 



JULY 


300.1 


250.9 


5.2 


AUG 


164.3 


190.9 


-23.9 


SEPT 


241.8 


236.4 


23.8 



4. LABOR MARKET CONDITIONS SHOW LITTLE IMPROVEMENT IN 
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JULY. ALTHOUGH THE INDEX OF OVERTIME WORKED IN MANU- 
FACTURING (JEI 401) ROSE 2.6 PERCENT, THE UNEMPLOYMENT 
RATE (JEI 379) REMAINED AT 1.83 PERCENT, A HIGH LEVEL 
FOR JAPAN, AND RATIO OF JOB OFFERS TO APPLICANTS (JEI 
385) DECLINED SLIGHTLY. 

LABOR MARKET INDICATORS SEASONALLY ADJUSTED 
OVERTIME, MFG JOB OFFERS UNEMPLOYED 
(INDEX) (PCTINCR)TO APPLICANTS (1,000) (RATE) 



JUNE 


45.8 


5.3 


0.58 


1,000 


1.89 


JULY 


49.1 


7.2 


0.56 


970 


1.83 


AUG 


50.4 


2.6 


0.55 


970 


1.83 



NOTE: THE RATIO OF JOB OFFERS TO APPLICANTS (JEI 385) 

WILL BE USED INSTEAD OF THE RATIO OF NEW JOB OFFERS TO 
APPLICANTS (JEI 386) IN THESE REPORTS SINCE THE LATTER 
SERIES APPEAS TO EXHIBIT EXCESSIVE RANDOM MONTHLY 
FLUCTUATIONS. 

5. NEW CONSTRUCTION ORDERS, SEASONALLY ADJUSTED, SHOW 
A MIXED PICTURE ACCORDING TO DATA FOR AUG. NEW GOVT AND 
PUBLIC CONSTRUCTION ORDERS (JEI 234) CONTIMUED TO DECLINE, 
DIPPING 1.8 PERCENT FROM THE PRIOR MONTH LEVEL. ON THE 
OTHER HAND, PRIVATE CONSTRUCTION ORDERS (JEI 325) ROSE 
25.4 PERCENT, STAGING A STRONG RECOVERY AFTER THE 9.8 
PERCENT DECLINE IN JULY. 

NEW CONSTRUCTION ORDERS, SEASONALLY ADJUSTED 
(BIL YEN; PCT. CH. FROM PRIOR MONTH IN PARENTHESEES) 

GOVT/PUBLIC PRIVATE 



JUNE 


243.2 (22.3) 


238.2(15.4) 


JULY 


197.9 (-18.6)R 


214.8 (-9.8)R 


AUG 


194.3 (- 1 ,8)P 


269.4 (25.4)P 
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6. INDICATORS OF MONEY AND FUND SUPPLY, SEASONALLY 
ADJUSTED, CONTINUED TO INCREASE AT A GOOD PACE IN JULY. 

THE MONEY STOCK NARROWLY DEFINED (Ml, JEI 123) ROSE 2.2 
PERCENT. THE MONEY STOCK BROADLY DEFINED (M2) AND OUT- 
STANDING LOANS AND DISCOUNTS OF ALL BANKS (JEI 133) 
INCREASED BY 1.3 PERCENT AND 1.0 PERCENT, RESPECTIVELY. 

IT WAS ZHFIRST MONTH SINCE FEB IN WHICH ALL THREE 
INDICATORS INCREASED BY ONE PERCENT OR MORE. THE MONEY 
SUPPLY IS EXPECTED TO GROW MORE RAPIDLY IN COMING MONTHS 
WITH THE BANK OF JAPAN'S SHIFT TO A POLICY OF MONETARY 
EASE (TOKYO 13931, PARA 7). 

MONEY AND FUND FUND SUPPLY, SEASONALLY ADJUSTED 
(BIL YEN; PCT. CH. FROM PRIOR MO. IN PARENTHESES) 

Ml M2 LOANS & DISCOUNTS 

MAY 43,669 (0.2) 111,700(1.0) 82,366(1.1) 
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JUNE 44,105 (1.0) 113,190(1.3) 83,052(0.8) 

JULY 45,064(2.2) 114,643 (1.3) 83.880(1.0) 

SHOESMITH 
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